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Making some

NOISE .

Northwestern Long Term
Care passes competition
in long-term care sales

BY RICH KIRCHEN
rkirchen@bizjournals.com

QuietCare is making a bit more noise for
Milwaukee insurance giant Northwestern
Mutual’s long-term care company, Northwest---
ern Long Term Care Insurance Companyi’"

The company’s slow, steady strategﬂi of sell-
ing long-term care insurance has it‘Surpassing
the faltering competition. Yet long* ‘term caretr=,
surance remains a tiny fraction o‘f Northwest
Mutual’s business and such, products are still™
struggling nationwide to galn mass acceptance
with consumers. T,

“It’s been a good business for.ys,’ Sald Ter-
ence Holahan, the company ’s ass1stant drrec-
tor of long-term care sales “We’re just kind of.
running hard ondur own.’ .

Northwestern Mutuals launched the produci
in September 1998 and formed a wholly owned
subsidiary; Northwestern Long Term Care In—
surance Company (NLTC). ﬁ.,"

National spendmg
for long-term care .

(By payer, 2003)

Out of
pocket
18%
Private
insurance 7% Medicaid

Other private 3% 49%

Other pltﬁih: 3

Medicare
20%

Sounce: AARP

Website, Geometown

University Long-Tem

Care Firancing Projgct .

SERVING GREATER MILWAUKEE

At the time, botH Jife and
health insurers v1ewed the
category _as” an opp@rtunrty 1n
essentraIly a new field. Dozens
of irsurers introduced produets
after Congress in 1996 approved ™
the Kennedy-Kassebaum Health
Insurance Portabilityand Account-
ablhty Act, which'made IOng-tenn
cafe premiums tax exempt

Long -term care insurance s
des1gned to pay for nursing home
care; assrsted living and home “}
health “care. Standard health
insurance and Medlcare do not
typlcally cever the, costs of. 1ong-
tErm care.” o
. _;Pohcyholders 1deally pay pre-
miums for years before they need
long- term care. The younger a
person is when buylng a pohcy,
the lower the prernlum -An aveér-
age annual premiuth-for an.indi-
vidual who signs on at’: age 50 is
$1, 600for NLTC, Holalsan said.

NLTC' representatlves discuss

long-term-caré'sgverage as part of

an overall financial security plan.
While the industry saw double-

digit sales gains from 1996 through early this

decade, growth has slowed and even declined

sonte. years since then, according to industry

data fifm LIMRA International. A long-term
care‘marketing group, the American Associa-

tion for Long-Term Care Insurance in Los
Angeles, said earned premiums increased
6.4 percent in 2007 to $10 billion.

The largest players are Genworth
Financial, John Hancock Insurance and
Financial Services — which acquired
Milwaukee-based Fortis in 2000 — Unum

and MetLife, said Jesse Slome, executive
director of the Association for Long-Term
Care Insurance. They market their products via
broad sales channels including the Internet.
NLTC, on the other hand, sells the product

Terence Holahan . .

‘It's MASS
DISTRIBUTION
Versus a
boutique
approach.’

Jesse Slome
Association for
Long Term Care
Insurance

SCOTT PAULUS
. “It’s been a good business for us.”

only through its agents,
who also sell North-
western Mutual’s  life
and disability insurance.
The company says it
ranks fourth among sell-
ers of tax-qualified long
term care insurance.
“It’s mass distribu-
tion versus a boutique
approach,” Slome said.
The approach lately
has enabled NLTC to

outperform the industry. The company re-
ported that in 2007, it grew its long term care
business by about $36 million, to about $150

million.

53-0127 LTC (0708)



QUIETCARE: Long-term care product passes competitors’

NORTHWESTERN
LONG TERM CARE INSURANCE CO.

HEADQUARTERS: Milwaukee
POLICYHOLDERS: 77,000

AVERAGE ANNUAL INDIVIDUAL PREMIUM (AGE 50): $1 600;‘
DIRECT PREMIUMS EARNED 2007: $150 million
NEW LONG-TERM CARE PREMIUMS 2007: $36 million

ASSETS 2006*: $217.1 million
LIABILITIES 2006*: $158.8 million
DIVIDENDS PAID 2007: $3.9 million

DIVIDENDS TO BE PAID 2008: $6 million
* 2007 figures not yet available

Source: Northwestern Mutual and National Assomatlon of Insurance

Commissioners

DIVIDEND TOTALS
NLTC can pay dividends and started that
in 2007. Dividends totaled $3.9 million in

2007 and will increase to $6 million this.year:--

About half of the company’s long-tefm care
insurance customers are eligible for'" the divi-
dend, which reduces their premiym payments
by 8 percent to 25 percent, Holahan said. .~

The company has 77,000 policyholders-f
long-term care insurance, but that’s dwarfed by
Northwestern Mutual’s 3.3 mllhon life insur-
ance customers.

Long-term care 1nsurance remalns asdlfﬁcult
sale with most cofisumers. Asset* prot"etlon
should be an ingéntive to buy but “lotig-te

are large, and ‘people just aren’t, convinced that
they will need it,” said Deberah Glem-Buckeit
of New York Life Insurance ir"Qyerland Park
Kan. . £
The product has also received some: nega-
tive media coverage -including a New York
Times investigation in 2007 that found some "
long-term care insurers made it difficult, if not
impossible, for policyholders to get. Qald

NLTC had no complaints filed agamst 1t in

o,
N

o 4

ﬁ w"@thers biit long te
.\:Holahan said.

Terem;eH ahan .
ers, but long terin

2006 the most recent ‘year for which fig

are available from tle., Natlonal Association of

Insm:ance Commissioners., ™.
A nu“mber of insurance camers have exited

ucts anid, couldn ’t_pay the benefits they prom-
ised, said NLTC spokeswoman Jean Towell.

“Our upfrent pr1c1ng 1i8_not as attractive as
¢ have-superiorvalue,”

Insurers paid out $3.5 bllhon to long-term
care pohcyholders in 2007, and that is starting
to result in-a trickle down of good will,” for
the product, Slcme said.

care has the loxlgest sales. cycle the premitims VV?‘YOUNGER CUSTOMERS

NLTC expects the majorlty of its claims ac-
tivity to be. i in 20 to 30 years as baby boomers
need more expenswe care.

In spite of the“slow growth in the industry,
NLTC and other insurers are upbeat about the
future mainly because of the growing baby-

~.boom population facing their long-term care

needs. People are living longer, and the popu-
latlon age 65 and over will reach 40 million in
2016 and 55 million in 2020.

,P;

SCOTT PAULUS
g is not as attractive as oth-

Many insurers initially marketed the prod-
uct as “nursing home insurance,” but that has
 shifted to touting in-home care and assisted liv-

‘ ing, Slome said.
us1ness .after they mlsprlced” their prod- /

“That makes it more palatable for people in
their ’50s,” he said.

Indeed, the average age of customers buying
the insurance has dropped from 67 in 2000 to
57 today, Slome said.

“That’s a seismic change in the market-
place,” he said.

Another growing market for the product is
small-business owners who are buying it either
for themselves or for employees as a benefit.
Sales increased 24 percent in that category dur-
ing 2007, Slome said.

Northwestern Long Term Care Insurance Co.
has no plans to drop long-term care insurance
and intends to continue to include long-term
care insurance in conjunction with Northwest-
ern Mutual’s suite of financial products.

Slome predicts sales will double in next
decade but long-term care insurance will
remain “an important niche product.”

“It’s never going to be something every
American is going to own,” he said.

Reprinted with permission from the Milwaukee Business Journal. ©2008, all rights reserved. Reprinted by Scoop ReprintSource 1-800-767-3263.

Policy forms RS.LTC.(0708) and RS.LTC.ML.(0708) contains exclusions and limitations.
Form RS.LTC.ML.(0708) is only available in New Jersey, New York and Pennsylvania.

Reprinted for use by Northwestern Long Term Care Insurance Company, a subsidiary of The Northwestern Mutual Life Insurance Company, Milwaukee, WI
Northwestern Long Term Care Insurance Company’s LTG insurance policy contains exclusions and limitations.
Dividends are not guaranteed. They are determined at the discretion of the Board of Directors on a yearly basis.
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